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FEDERAL RESERVE BOARD
A substantial reduction of the reporting burdens for small financial institutions
was recently announced by the Board. All reserve and reporting requirements
for nonmember depository institutions with less that $2 million in total
deposits (as of 12/31/79) have been deferred until 5/81. Additionally, the
Board adopted a procedure for quarterly reporting and reserve maintenance
for institutions between $2 million and $15 million in total deposits be
ginning next January.
Institutions with $15 million or more in total deposits
are required to report weekly to the Federal Reserve (beginning with the
reporting week of 10/30-11/4/80, and begin maintaining reserve requirements
on 11/13/80. The deferral of reporting and reserve requirements for non
members with less than $2 million in deposits will affect about 17,000 insti
tutions, primarily credit unions. Almost 10,000 institutions with deposits
between $2m & $15m will be affected by quarterly reporting and reserve main
tenance beginning 1/81. The simplified procedures will relieve a reporting
burden for 27,000 institutions, about two-thirds of the total covered by the
new law.
An amendment to conform Regulation F (dealing with securities of member banks)
under section 12 (i) of the Securities Exchange Act of 1934 to SEC rules and
regulations has been proposed by the Board (see the 10/29/80 F ed. Reg., pp.
71575-87). The proposed changes are consistent with recent amendments to
rules of the Commission concerning safe harbor from liability for projections,
corporate governance, dividend reinvestment plans, tender offers, issuer ten
der offers and going private transactions. Comments are requested by 12/10/80.
For additional information contact Richard Whiting at 202/452-3779.
GENERAL ACCOUNTING OFFICE
The comment period on revisions to the "Standards for Audit of Governmental Organ
ization, Programs, Activities and Functions" has been extended from 10/31 to
11/30/80. The draft revisions were released 8/22/80 by the GAO and were pro
posed to add a standard to make more specific the auditor's responsibility
for the detection of fraud and abuse in government programs and operations;
incorporate standards relating to audits in which automatic data processing
systems are used and to expand the explanations of some standards in response
to questions received about the m . Comments should be addressed to W.A. Broadus,
Jr., Financial and General Management Studies Division, U.S. GAO, 441 G St., N.W.,
Room 6126, Washington, DC 20548. For additional information, Mr. Broadus
may be contacted at 202/275-5200.
Although the IRS has made considerable progress in matching tax returns with infor
mation returns, they have not yet achieved the full matching program intended
by Congress. According to a 10/20/80 GAO report, "IRS Can Expand and Improve
Computer Processing of Information Returns," the IRS has sufficient computer
capacity for a full matching program, but needs additional funding and person
nel to transcribe information returns and to follow up on unreported income.
Under a three-phase program that the agency estimates will cost $218 million
over eight years, the IRS is planning to replace much of its computer equipment.
The GAO recommends the IRS pursue opportunities to automate the transcription
of information returns,
increase the filing of computer-readable information
returns, increase computer program efficiency and equipment productivity, and
improve master file design. Copies of the report may be obtained by contacting
the GAO at 202/275-4621 and requesting document FGMSD 81-4.
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Donald L. Scantlebury, present director of the Financial and General Management
Studies Division has been appointed chief accountant of the GAO by Comptroller
General Elmer B. Staats.
"In this capacity, Mr. Scantlebury will serve as
the director of the Accounting and Financial Management Division, whose
title more accurately reflects the responsibility for handling accounting
and financial management matters in dealings with both the public and private
sectors," Mr. Staats said. Mr. Scantlebury joined GAO in 1956, after several
years in public accounting. He served with the Defense Division until 1964
and with the Field operations Division as manager of the Washington Regional
Office from 1964 to 1971. Mr. Scantlebury is a Certified Public Accountant
(Iowa and Wisconsin) and he is also a member of the Council of the AICPA and
the Executive Committee of the National Council on Governmental Accounting.
PENSION BENEFIT GUARANTEE CORPORATION
A proposed list of regulations, the PBGC intends to develop initially in order to
implement the Multiemployer Pension Plan Amendments Act of 1980, was recently
released (see the 10/31/80 F ed. Reg., pp. 72213-15). The list is being offered
for public comment to determine which regulations are most urgently needed under
the new multiemployer plan insurance program. Public comments will be used
in establishing a regulatory agenda which will be included in the PBGC's next
semiannual agenda of regulations to be published 12/19/80. Comments are re
quested by 11/28/80. For additional information contact Terrence Deneen at
202/254-4895.
SMALL BUSINESS ADMINISTRATION
The SBA's Franchise Loan Program is taking a greater risk of loss than necessary
and is failing to protect small businesses, according to a GAO report released
10/27/80. According to the report, "Small Business Administration Franchise
Loans: Risk of Loss can be Reduced and Program Effectiveness Improved," SBA
bears most of the risk of loss on loans to franchisees because it fails to
consider financially successful franchisors as loan guarantors. SBA often
accepts weak unappraised collateral as security for loan repayment and, as a
result, the agency may incur larger losses than necessary on defaulted loans.
As of 9/78, SBA's risk of loss on franchise loans was approximately $548
million. The GAO recommends the SBA Administrator require: that the SBA not
make franchise loans unless it has evidence that the franchisor cannot guarantee
all or part of SBA direct loans or share with SBA guarantees of bank loans; or
if the franchisor can provide financial assistance on reasonable terms; and,
that district offices obtain and review franchise agreements in all cases to
ensure that provisions in the agreements do not make prospective borrowers'
ineligible for loans or unduly restrict the borrowers' repayment abilities.
SBA officials disagreed with some of the GAO recommendations due to their
belief that franchisors would not agree with these actions which would decrease
the number of franchise loans SBA makes; SBA already obtains sufficient proof
of loan refusal by banks and other non-Federal sources; and, franchise agree
ments were being reviewed as required. Copies of the report CED 80-47 may be
obtained by contacting the GAO at 202/275-6241.
SBA proposals to amend the size standards for 700 industry groups, including
"accounting, auditing, and bookkeeping services," will be frozen until at least
3/31/81, as a result of a provision in Public Law 96-481, recently signed by
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the President. This law was originally introduced on 10/17/79, as a bill
(H.R. 5612) to amend Section 8(a) of the Small Business Act. The bill was
amended by Sen. Lowell Weicker (R-CONN) during a mark-up session of the Senate
Select Committee on Small Business, 9/16/80, and precludes any change in SBA
size standards until at least 3/31/81. SBA originally published an advance
notice of proposed rulemaking in the 3/10/80 Federal Register and then held
a series of regional hearings. Recent contact with the SBA indicates that
opposition to the new standards has not been as substantial as had been
anticipated. Accordingly, the SBA can be expected to issue a notice of
proposed rulemaking (to be distinguished from the 3/10/80 advance notice) con
taining the same SBA proposals. The proposed SBA size standard for "accounting,
auditing, and bookkeeping services" is 25 total employees. This total includes
part-time, clerical, and custodial, and is not merely a reference to the
number of professionals.
SECURITIES AND EXCHANGE COMMISSION
An amendment to Rule 144 under the Securities Act of 1933 was recently proposed by
the Commission for public comment. Rule 144 generally provides a safe harbor
for the resale of securities to the public. The proposed amendment would per
mit persons who have held securities covered by the rule, for periods of 3 to
4 years depending on the status of the issuer, to sell such securities without
compliance with Rule 144 provisions on amount limitation, manner of sale and
notice, provided such persons are not affiliates of the issuer and current
information on the issuer is available to the public. Written comments are
requested by 12/1/80. For additional information contact Ann Glickman at
202/272-2573.
A regulation on the purchase of certain classes of common stock and preferred
stock by or for the issuer, any affiliate of the issuer, or any "affiliated
purchaser," as the term is defined in the rule 13e-2, has been proposed by
the SEC (see the 10/27/80 Fed. Reg., pp. 70890-906).
If adopted, the rule
would impose disclosure requirements and substantive purchasing limitations on
an issuer or affiliated purchaser. The Commission is also reproposing for
comment a revision to a rule that regulates purchases of a security by the
issuer during distribution of that security. Comments are requested by 1/15/81.
For additional information contact Mary Chamberlin at 202/272-2880.
Amendments to Rule 463 and Form SR, which would extend the requirement to file
Form SR to issuers of securities who sell through direct distribution or a best
efforts underwriting, were proposed recently by the SEC (see the 10/30/80 Fed.
Reg., pp. 71811-15). The proposal, if adopted, would change Form SR (Report
of the Sales of Securities and Use of Proceeds Therefrom) to a standardized short
answe r format requiring issuers to provide additional identifying information
and a more detailed accounting of offering expenses and use of the proceeds.
These proposals are intended to provide the Commission and investors with more
meaningful information concerning first time offerings, direct distributions and
best efforts underwritings. Comments are requested by 12/5/80. For additional
information contact Elizabeth Noisworthy at 202/272-2589.
TREASURY, DEPARTMENT OF
A revision of the tax classification of limited partnerships was recently proposed
by the IRS (see the 10/27/80 Fed. Reg., pp. 70909-10). The proposed regulations
provide that references in the classification rules to the Uniform Limited
Partnership Act refer to that Act as originally promulgated and as revised in
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1976. The proposed regulations also clarify the significance for classification
purposes of a power in the limited partners to remove a general partner. Written
comments and requests, for public hearings are requested by 12/26/80. For
additional information contact Paul Francis at 202/ 566-6640.
Deputy Commissioner William Williams will begin serving as acting Commissioner
of the IRS on 11/1/80 according to a recent IRS press release. As second in
command under IRS Commissioner Jerome Kurtz, Williams assisted in planning
and directing the service’s policies and programs. Mr. Williams began his
IRS career as a deputy collector in Illinois in 1948 and has since served in
Wisconsin, New York and Massachusetts, before being appointed Deputy Commissioner
in May 1974.
SPECIAL:

THOMAS L. HOLTON APPOINTED BY PRESIDENT CARTER TO TRADE ADVISORY COMMITTEE

Thomas L. Holton, chairman and chief executive officer, Peat, Marwick, Mitchell &
Company was appointed by the President to the Advisory Committee for Trade
Negotiations, on 10/8/80. This Committee, originally established by Congress
under the Trade Act of 1974, was established to provide private sector input
into multilateral trade negotiations, especially sensitive to the impact of
international trade on the domestic economy. This particular Committee is
considered "blue ribbon" as it is the only such advisory committee with its
members directly appointed by the President. Mr. Holton and seven other
appointees will serve for a term of two years.
SPECIAL:

ASGA AND JFMIP TO HOLD SEMINAR

The Association of Government Accountants and the Joint Financial Management
Improvement Program will hold a seminar on internal control on 11/24-25/80, at
George Washington University's Marvin Center in Washington, D.C. The two-day
seminar, designed for auditors, accountants, and program managers associated
with internal control systems in both the public and private sector, will
address responsibilities and techniques for those involved with internal
control and provide a forum for the exchange of ideas. Paul Taylor, Fiscal
Assistant Secretary of the Treasury Department will be the keynote speaker.
For additional information contact Grace Reed at 703/684-6931.

For additional information, please contact
Jim Kdvakas, Gina Rosasco, Nick Nichols or Kathee Baker
at 202/872-8190
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